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Measuring Multiple Levels
of Minimum Wage Violation
in the South African Labour Market
1.
What are the major issues you have
identified about the manifestations of
structural poverty and persistent, deep
inequalities in your focus area?
Excessive and widespread worker vulnerability
exists in the South African labour market in
spite of existing labour legislation designed to
protect workers. Part of this vulnerability is
due to employer non-compliance with labour
legislation such as the requirements contained
in the Basic Conditions of Employment Act
(BCEA); illustrating the important difference
between de jure and de facto labour
legislation. Labour legislation exists to govern
the relationships between employers and
employees in the labour market given the
differentials in incentives and power that exist
between these parties. From the point of view
of the worker, labour law protects basic
worker rights, and establishes standards for
working conditions and remuneration. This is
only true if employers obey the labour law.
Evidence from an emerging body of literature,
however, suggests that enforcement of labour
law in developing countries is especially weak
and rates of non-compliance are high
(Ronconi, 2010; Ronconi, Sidders and Stanwix,
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2016; Bhorat, Kanbur and Mayet, 2012). This is also the case in South Africa, where according to our
research, about 43 percent of covered workers were earning below the stipulated minimum wage in
2014. Rates of non-compliance with other job entitlements are also high: the rates for violation of
paid leave, sick leave, and maternity and paternity leave were 44 percent, 39 percent, and 59 percent,
respectively. We find that being violated in one sense of the law is related to being violated in other
senses. Specifically, being paid sub-minimum wages is correlated with not having access to non-wage
entitlements. In our paper we treat violation as a multi-dimensional concept, meaning that it can be
viewed as the accumulation of multiple single measures and analysed by incidence and intensity. We
find a high incidence of multi-dimensional wage and non-wage violation and within this a very high
intensity of multi-dimensional non-wage violation.
2. What do you think are the main reasons for the persistence of the deep inequalities and poverty
in your focus area? These can include policy, capacity or implementation constraints/ problems.
The main reasons for persistence of worker vulnerability is that existing labour law is not adequately
enforced. Resources are a serious constraint with only 1 056 labour inspectors in 127 Labour Centres
in the country in 2014 (DPRU, 2016). This means firms can violate the law with relative confidence
that they won’t be caught, and even if they are caught the penalties are not severe. Violation of the
law is also enabled by large power disparities between employees and employers in a job-scarce
economy. Since unemployment is so high in South Africa, workers find themselves in a weak
bargaining position relative to firms – a circumstance that labour law aims to prevent. In our analysis
into the main correlates of violation, we find that workers living in areas with a higher unemployment
rate are likely to face higher levels of violation. The likely mechanism at play is that such workers have
relatively less bargaining power compared to their employer and are therefore more likely to accept
precarious working conditions. At a broader level this is a symptom of the deep structural inequities
that characterise the South African labour market.
3. What is being recommended at a macro policy/strategic level to deal with the major issues you
have identified?
There are two strategies that can be pursued. Firstly, finding ways to improve the efficacy of
enforcement efforts and, secondly, working to shift the dynamics between workers and firms. It would
be optimal if enforcement was effective enough to ensure compliance. This entails making noncompliance expensive (appropriately set fines) and increasing the chance that such expenses would
have to be paid (probability of being inspected) should non-compliance be uncovered. The probability
of inspection can be increased by allocating more resources to Labour Centres and increasing the ratio
of inspectors to firms. Labour inspectors must be distributed appropriately across the country to avoid
the spatial patterns in violation that we observe. For example, clustering labour inspectors in cities
leaves rural areas vulnerable to violation, especially when rural areas are precisely those with high
unemployment rates which are associated with higher levels of violation.
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The second strategy pertains to influencing the power dynamics between workers and firms. Workers
who are in a stronger position of bargaining power are better positioned to ensure they receive basic
provisions. Weak worker bargaining power is a consequence of extensive inequalities in the labour
market, high levels of unemployment, weakening union power, and large skills disparities. General
strategies aimed at reducing poverty and inequality and increasing employment will help even the
dynamics between employer and employee.
What do you think the potential impact of the recommendations will be on eliminating structural
poverty and reducing inequality?
Since the labour market plays a key role in income generation it is a crucial contributor to overall
income poverty and inequality in South Africa. Remedying conditions in the labour market that allow
for the persistence of inequality is therefore a pathway towards a more equal society. Our research
identified one of the conditions that reinforce labour market inequality: the violation of labour laws.
Improving enforcement of minimum wage law implies that workers are better remunerated and more
income is flowing to their households. This has knock-on effects for poverty in poorer households. But
better labour law enforcement should also be extended to non-wage aspects of the law. Workers that
have written contracts and unemployment insurance are more confident in their job security and are
therefore able to save and plan for the future. The enforcement of leave entitlements is also
important. Workers who are able to take leave are less prone to the health consequences of burn out
(Klein, 2016). Knowing that legally taking time off work won’t endanger your job may thus have links
to higher levels of productivity.
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